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Abstract. The article provides a comprehensive assessment of the effectiveness 
of internal control systems in Kazakhstan’s banking sector, taking into account the 
integration of ESG risks, which are becoming a key component of sustainable finance 
and modern risk management. The tightening of international requirements, the 
growth of responsible investment, and rising stakeholder expectations necessitate 
the modernization of corporate governance and the incorporation of non-financial 
factors into control procedures. The study analyzes international approaches (OECD, 
IMF, BIS, World Bank), evaluates the level of ESG maturity among Kazakhstan’s 
second-tier banks, and identifies methodological gaps that limit the integration 
of environmental, social, and governance risks into internal control frameworks. 
The research methodology combines theoretical analysis, risk assessment tools, 
expert interviews, and content analysis of non-financial reporting. Based on this 
approach, an integrated ESG control model consisting of five interrelated blocks 
has been developed: ESG control environment, ESG risk assessment, control 
activities, information and communication, and monitoring and evaluation. For 
quantitative validation, an integral ESG–CI index was proposed and calculated 
using a set of indicators. The results reveal significant heterogeneity in ESG 
implementation: a high level of integration is observed in only 12% of banks, while 
the environmental component remains the weakest dimension. It is demonstrated 
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that the digitalization of control processes and the application of RegTech solutions 
are statistically associated with higher ESG–CI values and improved quality of 
non-financial disclosure. The study formulates recommendations on standardizing 
ESG methodologies, introducing climate stress testing, enhancing data verifiability, 
and increasing reporting transparency. The proposed model can be used by banks 
and regulators to facilitate the transition toward sustainable development. It also 
enables benchmarking banks by ESG integration level, developing ESG risk maps 
and early warning systems, refining control limits for carbon-intensive sectors, 
embedding ESG indicators into KPIs, internal audit and supervisory procedures, 
and supporting the development of new green financial products.
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Аннотация. Мақалада Қазақстанның банк секторындағы ішкі бақылау 
жүйелерінің тиімділігіне кешенді бағалау жүргізіліп, тұрақты қаржыландыру 
мен заманауи тәуекел-менеджменттің маңызды құрамдас бөлігіне айналып 
отырған ESG тәуекелдерін (экологиялық, әлеуметтік және басқарушылық 
факторлар) интеграциялау мәселесі қарастырылады. Халықаралық 
талаптардың күшеюі, жауапты инвестициялардың өсуі және стейкхолдерлер 
күтулерінің артуы корпоративтік басқаруды жаңғыртуды және қаржылық 
емес факторларды бақылау рәсімдеріне енгізуді талап етеді. Зерттеуде 
халықаралық ұйымдардың (OECD, IMF, BIS, World Bank) тәсілдері талданып, 
Қазақстанның екінші деңгейлі банктеріндегі ESG жетілу деңгейі бағаланды, 
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сондай-ақ экологиялық, әлеуметтік және басқарушылық тәуекелдерді 
ішкі бақылау құрылымына енгізуді шектейтін әдіснамалық олқылықтар 
айқындалды. Зерттеу әдіснамасы теориялық талдауды, тәуекелдерді бағалау 
құралдарын, сараптамалық сұхбаттарды және қаржылық емес есептіліктің 
контент-талдауын біріктіреді. Осы тәсіл негізінде өзара байланысты бес 
блоктан тұратын ESG-бақылаудың интеграцияланған моделі әзірленді: ESG 
бақылау ортасы, ESG тәуекелдерін бағалау, бақылау рәсімдері, ақпарат 
және коммуникация, сондай-ақ мониторинг пен бағалау. Сандық валидация 
мақсатында индикаторлар жиынтығы негізінде есептелетін интегралды ESG–
CI индексі ұсынылды. Зерттеу нәтижелері ESG енгізу деңгейінің айтарлықтай 
әркелкілігін көрсетті: банктердің тек 12%-ында интеграцияның жоғары 
деңгейі байқалады, ал экологиялық құрамдас бөлік ең әлсіз бағыт болып отыр. 
Бақылау процестерін цифрландыру және RegTech шешімдерін қолдану ESG–
CI индексінің жоғары мәндерімен және қаржылық емес есептілік сапасының 
артуымен статистикалық тұрғыдан байланысты екені дәлелденді. Зерттеу ESG 
әдіснамаларын стандарттау, климаттық стресс-тестілеуді енгізу, деректердің 
тексерілуін арттыру және есептілік ашықтығын күшейту бойынша ұсынымдар 
ұсынады. Ұсынылған модель банктер мен реттеуші органдарға тұрақты даму 
қағидаттарына көшу процесін жеделдетуге мүмкіндік береді. Сонымен қатар, 
ол банктерді ESG интеграция деңгейі бойынша бенчмаркинг жүргізуге, 
ESG тәуекел карталарын және ерте ескерту жүйелерін әзірлеуге, көміртегі 
сыйымдылығы жоғары секторлар үшін бақылау лимиттерін жетілдіруге, ESG 
көрсеткіштерін KPI жүйесіне, ішкі аудит пен қадағалау рәсімдеріне енгізуге, 
сондай-ақ жасыл қаржылық өнімдерді дамытуға қолдау көрсетуге мүмкіндік 
береді.

Түйін сөздер: ESG-тәуекелдер, ішкі бақылау, тұрақты қаржыландыру, 
банк секторы, ESG–CI, тәуекелдерді басқару
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Аннотация. В статье представлена комплексная оценка эффективности 
внутренних систем контроля банковского сектора Казахстана с учётом 
интеграции ESG-рисков, которые становятся ключевым элементом 
устойчивого финансирования и современного риск-менеджмента. Усиление 
международных требований, рост ответственного инвестирования и 
повышение ожиданий стейкхолдеров требуют модернизации корпоративного 
управления и включения нефинансовых факторов в контрольные процедуры. 
Проведён анализ международных подходов (OECD, IMF, BIS, World Bank), 
оценена степень ESG-зрелости банков второго уровня Казахстана и выявлены 
методологические разрывы, ограничивающие включение экологических, 
социальных и управленческих рисков во внутренний контроль. Методология 
исследования основана на сочетании теоретического анализа, инструментов 
оценки рисков, экспертных интервью и контент-анализа нефинансовой 
отчётности; на этой основе разработана интегрированная модель ESG-контроля 
из пяти взаимосвязанных блоков: ESG-контрольная среда, оценка ESG-
рисков, контрольные мероприятия, информация и коммуникации, мониторинг 
и оценка. Для количественной проверки предложен интегральный показатель 
ESG–CI, рассчитанный по набору индикаторов. Результаты демонстрируют 
высокую неоднородность внедрения ESG-подходов: высокий уровень 
интеграции выявлен лишь у 12% банков, при этом экологический компонент 
остаётся наиболее слабым. Показано, что цифровизация процессов контроля 
и применение RegTech-решений статистически связаны с более высокими 
значениями ESG–CI и качеством раскрытия нефинансовой информации. 
Сформулированы рекомендации по стандартизации ESG-методик, внедрению 
климатических стресс-тестов, повышению верифицируемости данных и 
прозрачности отчётности. Предложенная модель может использоваться 
банками и регуляторами для перехода к устойчивому развитию. Модель 
позволяет сопоставлять банки по уровню ESG-интеграции, формировать 
карту ESG-рисков и систему ранних индикаторов, уточнять контрольные 
лимиты по «углеродоёмким» отраслям и встраивать ESG-показатели в KPI, 
внутренний аудит и надзорные процедуры, а также поддерживает разработку 
новых «зелёных» продуктов.

Ключевые слова: ESG-риски, внутренний контроль, устойчивое 
финансирование, банки, ESG–CI, риск-менеджмент

Introduction. The strengthening of sustainability requirements, the 
transformation of financial markets, and the adoption of responsible investment 
principles determine the need to adapt corporate governance systems in the banking 
sector. In global practice, ESG factors (Environmental, Social, Governance) 
have become key indicators for assessing the resilience of financial institutions, 
influencing access to capital, regulatory compliance, and stakeholder trust (OECD, 
2023; IMF, 2022). According to international studies, the integration of ESG risks 
into internal control systems enables banks to reduce operational, reputational, 
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and strategic risks, thereby enhancing the resilience of their business models and 
increasing the long-term value of organizations (World Bank, 2022; BIS, 2023).

For Kazakhstan, this issue is particularly relevant. The National Bank and 
the Agency for Regulation and Development of the Financial Market (ARDFM) 
are gradually implementing principles of sustainable finance and non-financial 
disclosure, which requires restructuring internal risk management and control 
processes in second-tier banks (ARDFM, 2023). Despite the presence of basic 
regulatory requirements, the practical integration of ESG components into internal 
control systems remains fragmented: unified methodologies for assessing ESG 
risks, standardized monitoring indicators, and stress-testing procedures are still 
lacking (UNEP FI, 2021; EBRD, 2023).

International experience demonstrates that banks are key drivers of ESG 
transformation, as they shape investment flows and determine business access to 
financing (OECD, 2022). In EU countries, the implementation of ESG-oriented internal 
control models has improved the quality of risk management, minimized climate-
related risks, and strengthened investor protection (ECB, 2021; EU Commission, 
2022). Similar trends are observed in Asian financial centers, where banks actively use 
ESG project assessment matrices and integrated control systems (APEC, 2022).

In the context of Kazakhstan’s transition toward sustainable development and 
integration into global financial markets, there is a need for a scientifically grounded 
internal control model that accounts for the specific characteristics of the national 
banking system, its risk structure, and the maturity level of ESG approaches. 
Domestic research indicates that existing internal control practices in Kazakhstani 
banks insufficiently cover non-financial risks, reducing the sector’s capacity to 
respond effectively to ESG transformation (Beisenbayeva, 2023; Konakov, 2022).

Thus, the relevance of this study is driven by:
−	 increasing global requirements for ESG risk management;
−	 regulatory pressure on Kazakhstani banks regarding ESG disclosure;
−	 insufficient integration of ESG components into internal control systems;
−	 the absence of a comprehensive model for evaluating internal control 

effectiveness with ESG factors.
The purpose of the study is to develop a scientifically grounded model for 

assessing the effectiveness of internal control in Kazakhstan’s banking sector 
considering ESG risks, enabling the adaptation of corporate governance systems to 
modern sustainability requirements.

Literature Review. Contemporary research on ESG risks and internal control 
systems demonstrates that sustainable development is becoming a key element of 
management in the financial sector. According to OECD (2020, 2023), ESG factors 
exert a multifaceted influence on operational, financial, and strategic risks in banks, 
thereby forming new requirements for the internal control system (Internal Control 
System - ICS). The European Central Bank emphasizes that the integration of 
climate-related and social risks into monitoring processes is a mandatory condition 
for the resilience of financial institutions (ECB, 2021).
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International practice shows that internal control and ESG management are 
complementary components. Studies by UN PRI (2022) and the IMF (2022) confirm 
that an effective control system enables banks to identify ESG risks related to 
climate change, social responsibility, and corporate governance in a timely manner. 
Similarly, the World Bank (2022) notes that the introduction of ESG indicators 
improves the quality of credit analysis and reduces the likelihood of loan defaults. 
The theoretical foundation of ESG research is based on the concept of sustainable 
finance, which assumes the integration of non-financial factors into the business 
processes of banks (Schoenmaker & Schramade, 2019; Dorfleitner et al., 2020). 
Governance principles play a central role, as they ensure the quality of ESG data 
and the robustness of decision-making processes (BIS, 2023).

Academic literature highlights the need to advance internal control systems 
under ESG transformation. Spicer et al. (2021) and Kotsantonis & Pinney (2022) 
argue that traditional control models are insufficient for assessing multilayered 
ESG risks because they do not incorporate climate stressors, reputational concerns, 
or evolving investor expectations. Deloitte (2022) demonstrates that banks using 
integrated control frameworks show higher sustainability performance and 
operational efficiency. International regulators have contributed significantly 
to shaping ESG-risk approaches. The European Commission (2022) and the 
European Banking Authority (EBA, 2021) introduced non-financial disclosure 
standards (NFRD, CSRD) that require systematic monitoring of ESG indicators 
and the implementation of data verification processes. These standards serve as a 
foundation for the modernization of internal control systems.

In the Asian financial sector, ESG issues are examined through the lens of 
sustainable growth and climate-related risks. Studies by APEC (2022) and the Asian 
Development Bank (2023) emphasize the need for ESG-oriented risk-management 
and internal control frameworks to enhance banks’ resilience to external shocks. 
Kazakhstani studies confirm similar trends. Research by Beisenbayeva (2023), 
Abisheva (2022), Smagulova (2023), and Kudaybergenova (2021) indicates that 
second-tier banks face challenges in incorporating ESG factors into risk assessment 
practices. The authors highlight a low level of non-financial disclosure, weak 
integration of ESG metrics into credit procedures, and the absence of unified 
internal control standards. These findings align with ARDFM (2023), which reports 
that most Kazakhstani banks remain at an early stage of ESG adoption.

Additional studies show that digital transformation is a catalyst for ESG control. 
PwC (2023) and KPMG (2022) underline the role of digital platforms, regulatory 
technologies (RegTech), and big-data analytics in automating ESG-risk monitoring 
and enhancing transparency of internal processes. McKinsey (2021) similarly 
demonstrates that integrating ESG indicators and internal control mechanisms into 
a unified digital architecture improves risk-assessment accuracy and helps banks 
comply with international standards.

Overall, the literature reveals that:
−	 the integration of ESG risks into internal control systems is a global trend 

supported by international organizations and regulators;
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−	 traditional internal control models require modernization due to their limited 
ability to capture climate, social, and governance-specific risks;

−	 digitalization and standardization of ESG reporting are becoming key drivers 
of control-system development;

−	 Kazakhstan has strong potential for ESG-control implementation but lacks 
methodologies, assessment tools, and integrated frameworks.

Thus, the existing academic base underscores the need to develop a comprehensive 
internal control model tailored to ESG risks and the specific characteristics of 
Kazakhstan’s banking sector.

Research materials and methodology. The methodological framework of the 
study is based on an interdisciplinary approach that integrates the concepts of 
internal control, risk management, sustainable finance, and ESG analytics. To 
develop a comprehensive model for assessing the effectiveness of internal 
control in Kazakhstan’s banking sector, the study employed a combination of 
theoretical, analytical, empirical, and modeling methods. 

The proposed model is constructed through the synthesis of COSO internal 
control principles (2013), international ESG standards (GRI, SASB, TCFD), the 
regulatory requirements of the ARDFM (2023), as well as best practices of the EU 
and OECD. The model is adapted to the specific characteristics of Kazakhstan's 
second-tier banks, accounting for their level of digitalization, risk structure, and 
regional financial market features.

The model consists of five interrelated blocks corresponding to the classical 
elements of internal control, each expanded to incorporate ESG components. 

Block 1. ESG Control Environment
This block forms the cultural and managerial foundations of sustainable 

development within the bank. It includes:
−	an ESG policy approved by the Board of Directors;
−	distribution of responsibilities among top management (Chief ESG Officer / 

Sustainability Committee);
−	integration of ESG objectives into employee KPIs;
−	a code of ethics, anti-corruption standards, and procedures for managing 

conflicts of interest.
Justification: aligns with the governance (G) pillar of ESG (OECD, 2020; BIS, 

2023).
Block 2. ESG Risk Assessment
Integration of ESG factors into risk management is conducted through the 

following elements:
2.1. ESG Risk Map
Risk categories include:
−	 Environmental (E): NGFS climate scenarios, borrowers’ carbon footprint, 

environmental fines, resource depletion risks;
−	 Social (S): labor rights, gender equality, occupational safety, social conflicts, 

impacts on local communities;
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−	 Governance (G): transparency, board independence, quality of ESG reporting, 
compliance standards.

2.2. ESG Risk Probability–Impact Matrix
Assessment is conducted using a Low–Medium–High scale adapted to climate 

and social risk factors.
2.3. ESG Early Warning Indicators (EWI)
Examples:
−	 a sharp decline in the client's ESG rating;
−	 negative media coverage;
−	 reduced transparency of reporting;
−	 changes in climate regulation.
Justification: based on methodologies of the EBA (2021) and UNEP FI (2021).
Block 3. ESG Control Activities
3.1. Environmental Control Procedures
−	 “Green” borrower scoring;
−	 verification of compliance with ISO 14001;
−	 climate stress testing of the loan portfolio;
−	 credit limits for high-carbon industries.
3.2. Social Risk Control Procedures
−	 monitoring compliance with labor rights at borrower enterprises;
−	 verification of occupational safety policies;
−	 Social Impact Assessment (SIA) for financed projects.
3.3. Governance Risk Control Measures
−	 verification of ESG data before disclosure (Data Quality Control);
−	 assessment of board independence;
−	 audit of compliance procedures;
−	 oversight of IT system resilience (Cybersecurity Governance).
3.4. Automated Control (RegTech/AI)
Includes:
−	 automated ESG data collection;
−	 media and social network analysis systems (ESG sentiment analysis);
−	 machine-learning algorithms for environmental and social risk assessment.
Block 4. ESG Information & Communication
This block includes:
4.1. Internal Information Flows
−	 “ESG unit → risk management → top management”;
−	 quarterly reports to the Sustainability Committee.
4.2. External Communications
−	 publication of non-financial reports (GRI, SASB, CSRD);
−	 disclosure of climate risks in accordance with TCFD;
−	 communication with investors and regulators.
4.3. Digital ESG-Control Platform
Modules include:
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−	 ESG KPIs;
−	 emission tracking;
−	 ESG compliance monitoring;
−	 climate stress testing;
−	 automated reporting tools.
lock 5. ESG Monitoring & Evaluation
5.1. ESG Control Effectiveness Index (Author's Model)
The integral indicator is calculated using the formula:

where:
−	 xi — normalized ESG indicators;
−	 wi — indicator weights (determined through expert evaluation).
Indicator groups include:
−	 Environmental: carbon intensity of assets, share of “green” projects;
−	 Social: labor conditions index, gender balance, social impact of the loan 

portfolio;
−	 Governance: quality of disclosures, board independence, compliance level.
5.2. Multilevel Monitoring Structure
−	 Level 1: internal control units;
−	 Level 2: sustainability committee;
−	 Level 3: internal audit;
−	 Level 4: independent external ESG assurance.
5.3. KPI System for Banks
Key metrics include:
−	 share of loans with ESG assessment;
−	 ESG rating of the bank;
−	 share of low-carbon sector projects;
−	 ESG risk-weighted assets;
−	 transparency index of non-financial reporting.
Justification: OECD (2023), World Bank (2022), BIS (2023).
The expected outcomes of implementing the proposed model are as follows:
1.	Improved risk management quality - a reduction in the share of loans with 

high ESG risk.
2.	Increased resilience of banks - enhanced resistance to climate-related and 

social shocks.
3.	Strengthened investor confidence - growth in the inflow of green investments 

and ESG-oriented capital.
4.	Higher transparency of reporting - alignment with international standards 

such as GRI, SASB, TCFD, and CSRD.
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5. Formation of an ESG-oriented corporate culture within Kazakhstan’s
banking sector.

Research Results. The findings of the study made it possible to assess the 
current state of internal control systems in the banking sector of Kazakhstan in 
terms of their readiness to integrate ESG risks, as well as to empirically test the 
proposed authorial model of ESG-oriented internal control. The analysis of 
empirical data-including reports of second-tier banks, non-financial disclosures, 
and expert interview results-revealed significant differences in the degree of 
implementation of ESG approaches and confirmed the need for systemic 
modernization of internal control mechanisms.

Current Level of ESG Integration in Internal Control of Kazakhstan’s Banks. One 
of the key results of the study is the identification of pronounced heterogeneity in the 
ESG maturity levels of second-tier banks in Kazakhstan. Content analysis of reports 
demonstrated that nearly half of the banks limit themselves to declarative references 
to ESG factors without integrating them into risk management and internal control 
processes. Only a small group of banks applies structured approaches to assessing 
climate, social, and governance risks by introducing specialized committees, ESG 
data verification mechanisms, and stress-testing procedures.

Table 1 – ESG Maturity Levels of Second-Tier Banks in the Republic of Kazakhstan
Level Characteristics Share of Banks (%)

Low Fragmentary inclusion of ESG; absence of non-financial reporting 47%
Medium Partial implementation of individual ESG procedures; first ESG 

reports
41%

High Full integration of ESG into the control system; climate stress 
tests; ESG committee

12%

The obtained data indicate that the transition toward sustainable management 
has been implemented only partially, and the internal control systems of most banks 
remain insufficiently adapted to the assessment of non-financial and climate-related 
risks.

Effectiveness of Internal Control Systems in the ESG Context. To quantify the 
effectiveness of ESG-oriented internal control, an integral indicator-ESG–CI-was 
calculated based on 28 indicators. The average values across the sample show that 
environmental risk management is the weakest component. Banks perform better 
in the governance dimension, which is attributed to the relatively high maturity of 
compliance functions and corporate governance structures.

Table 2 – Average Values of ESG Control Indicators (0–1)
Component Average Value Level

Environmental 0.42 Low
Social 0.55 Medium
Governance 0.63 Medium
ESG–CI 0.53 Medium
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These results confirm that environmental risks remain the least studied and the 
least controlled dimension, consistent with global trends observed in emerging 
markets (IMF, 2022; World Bank, 2022).

Statistical analysis revealed several significant patterns. First, the level of 
digitalization of a bank is one of the key predictors of the effectiveness of ESG-
oriented internal control: banks that employ RegTech solutions, automated non-
financial data collection, and monitoring systems demonstrate higher ESG–CI 
values. Second, the presence of dedicated structural units (ESG departments, 
sustainability committees) ensures a more structured implementation of ESG 
procedures and improves the overall quality of control. Third, a high share of assets 
associated with environmentally risky sectors negatively affects the integral ESG-
control indicator.

Correlation analysis showed a stable positive relationship between the quality 
of ESG disclosure and the effectiveness of internal control (ρ = 0.71), confirming 
OECD (2023) findings on the importance of transparency as a key mechanism of 
risk management.

Verification of the Authorial ESG Control Model. Pilot testing of the proposed 
ESG control model was conducted on a sample of five second-tier banks. 
Implementation of the model resulted in improvements across all key internal 
control indicators, confirming its applicability and scalability within the context of 
Kazakhstan’s banking sector.

Table 3 – Changes in Key Indicators after the Implementation of the ESG Model
Indicator Before Implementation After Implementation Change

ESG–CI 0.49 0.68 +38.8%
ESG reporting quality 0.52 0.79 +51.9%
Compliance level 0.61 0.75 +23.0%
ESG rating B– B+ / A– Increase by 1–2 

levels
Share of green loans 7% 12% +71.4%

The dynamics of these indicators show that the introduction of a structured ESG-
control model improves the quality of decision-making, reduces risk exposure, and 
increases the transparency of the bank’s operations.

Key Issues Identified During the Study
Despite the positive effects associated with the introduction of ESG approaches, 

the study revealed a number of systemic constraints:
−	Insufficient integration of the environmental component, absence of climate 

scenarios, and lack of carbon stress testing;
−	Low quality of ESG data and lack of mechanisms for external verification;
−	Limited involvement of the board of directors in sustainability issues;
−	Low level of digitalization of control processes in most banks;
−	Absence of unified ESG-risk assessment methodologies adapted to the 

national context.
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These issues confirm the need for institutional reform of internal control and the 
transition to a modern, digital, ESG-oriented model of risk management.

Taken together, the results demonstrate that the current internal control systems of 
Kazakhstan’s banks require substantial modernization to comply with international 
sustainability standards. The implementation of the authorial ESG-control model 
enhances transparency, improves risk-management quality, and strengthens the 
financial resilience of banks.

Discussion. The results of the study demonstrate that the integration of 
ESG risks into the internal control systems of Kazakhstan’s banking sector 
remains at an early stage of development, raising a wide range of theoretical 
and practical issues that require further discussion. Unlike traditional internal 
control models that primarily focus on financial and operational risks, the ESG 
approach shifts the emphasis toward managing exogenous, long-term, and often 
difficult-to-measure factors. This creates methodological challenges, as reflected 
in the differences in ESG maturity levels identified among the banks.

First, the analysis shows that the environmental component (E) continues to 
develop significantly more slowly than the social (S) and governance (G) components. 
Such asymmetry is typical for markets with limited regulation of climate-related 
risks, as noted in international studies by Ehlers (BIS, 2021) and NGFS (2022). 
In Kazakhstan, this challenge is amplified by the high share of carbon-intensive 
projects in bank credit portfolios, which complicates the implementation of climate 
stress testing and carbon risk assessment models. As a result, banks face the need to 
adapt internal control tools to the realities of a “brown” economic structure.

Second, the discussion around ESG in the banking sector inevitably touches 
on the issue of the reliability of non-financial data. The findings indicate low 
comparability of ESG reporting, the absence of unified formats, and a high degree 
of manual data entry-phenomena described in the literature as the “ESG data gap” 
(Kotsantonis & Serafeim, 2019). This suggests that existing internal control systems 
are unable to ensure a sufficient level of verification of non-financial indicators, 
creating a risk of “greenwashing.”

Third, corporate governance models dominating in Kazakhstan’s banks still 
do not sufficiently integrate the ESG agenda into the strategic decision-making 
framework. International research by PwC (2022) and OECD (2023) highlights 
that the effectiveness of ESG management depends directly on-board involvement 
and the presence of specialized committees. The findings show that most such 
structures remain formal in nature, limiting the real impact of ESG policies on 
banking practices.

Fourth, when discussing the results, it is important to note the strong connection 
between digitalization and the quality of ESG risk internal control. The study 
revealed a high correlation between the use of RegTech platforms and ESG–CI 
levels. This aligns with the concept of “digital ESG contours” (Deloitte, 2022), 
which allow automation of data collection, advanced analytics, and improved 
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transparency of internal processes. Thus, digitalization is not a supporting tool but 
a fundamental condition for transitioning to an ESG-oriented banking model.

Fifth, a critical analysis of the findings indicates that ESG control requires 
rethinking the very logic of risk management. Traditional models based on 
probabilistic forecasting and historical data prove insufficient for assessing 
climate- or social-related events characterized by non-linearity, uncertainty, and 
longtime horizons. This corresponds to the conclusions of Bolton et al. (IMF, 
2022), who emphasize the need to shift from reactive risk management to strategic 
and scenario-based approaches.

Finally, the results highlight an important issue of institutional responsibility. 
ESG integration in banking control is not solely the responsibility of financial 
institutions; it is a broader mechanism requiring active engagement from 
regulators, auditors, professional associations, and educational institutions. EU 
practice demonstrates that the presence of a national sustainable finance framework 
enables synchronization of ESG implementation processes (EU Taxonomy, 2021). 
In Kazakhstan, such a framework is still under development, which explains the 
institutional maturity gaps revealed in the study.
Conclusion. The conducted research made it possible to comprehensively 

assess the state, dynamics, and development prospects of internal control systems 
in Kazakhstan’s banking sector in the context of ESG risk integration. Based on 
empirical evidence, theoretical and methodological approaches, and the proposed 
author’s model of ESG-oriented internal control, several important conclusions 
with both scientific and practical significance can be drawn.

First, it has been established that the internal control systems of most Kazakhstani 
banks are not fully adapted to the requirements of sustainable development. 
Non-financial risks are not sufficiently embedded into strategic and operational 
management models, while climate, social, and governance factors are often treated 
as secondary. Despite notable progress made by leading banks, a high degree of 
heterogeneity in ESG maturity persists, confirming the need for unified sector-wide 
standards for internal ESG control.

Second, the study revealed a low level of methodological development in ESG 
risk management. The absence of unified metrics, weak regulatory frameworks, 
insufficient oversight of non-financial reporting, and the lack of mandatory climate 
stress-testing requirements hinder effective integration of ESG approaches. Under 
these conditions, the proposed ESG–CI model demonstrates the feasibility of 
structuring and formalizing the assessment of control effectiveness across all ESG 
components.

Third, the analysis shows that digitalization is a key determinant of ESG control 
effectiveness. Banks actively using RegTech solutions, automated data collection 
tools, ESG monitoring platforms, and advanced analytics achieve higher accuracy, 
timeliness, and transparency in internal control procedures. This underscores 
the necessity of incorporating digital transformation into ESG strategies and 
strengthening the digital competencies of bank employees.
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Fourth, it has been established that ESG risk integration positively influences the 
financial resilience of banks. Increases in ESG–CI values correlate with reductions 
in operational, reputational, and compliance risks, improvements in credit 
portfolio quality, growth in sustainable financial products, and enhanced corporate 
governance. This finding aligns with international studies by BIS, OECD, and IMF, 
which confirm the link between ESG-oriented management and financial stability 
in the banking sector.

Fifth, the author’s integrated ESG control model proposed in this study has 
proven its universality and practical applicability for Kazakhstani banks. Its 
implementation enables standardization of ESG risk assessment, expansion of 
control procedures, comprehensive monitoring, and informed decision-making 
based on non-financial data. The model can be adapted for banks of varying scale 
and digital maturity.

At the same time, the study identified several systemic issues requiring further 
investigation and regulatory attention, including:

— the absence of mandatory ESG control requirements;
— weak integration of ESG into corporate governance structures;
— a shortage of specialists in sustainable finance;
— low automation of ESG data collection processes;
— insufficient transparency and reliability of non-financial reporting.
The practical significance of this research lies in its potential application by 

banks to modernize internal control systems, by regulators to develop sector-wide 
ESG risk management standards, by universities to design educational programs on 
sustainable finance, and by investors to improve their assessment of bank resilience.

Future research directions include:
— developing a national ESG regulatory model for banks;
— designing climate stress-testing algorithms;
— constructing models for validating the reliability of non-financial data;
— analyzing the impact of ESG ratings on the behavior of banks and investors;
— studying the specifics of ESG control implementation in Islamic banking.
Overall, the results confirm that the transition of Kazakhstan’s banking sector 

toward sustainable development is impossible without the systemic integration of 
ESG approaches into internal control. An effective ESG control model must be 
based on digitalization, standardization, strategic orientation, and alignment with 
international best practices. Such an approach will enhance the resilience of banks, 
strengthen investor confidence, and ensure compliance with global sustainable 
finance requirements.
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